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Standard Costs and Budgets—How Do They 
Control? 


By A. R. KASSANDER 
(New York Office) 


As many business men and even 
some cost accountants either are 
misinformed or have misinterpreted 
the purposes of standard costs and 
budgets, it should be of interest to 
discuss the values to be derived 
from those procedures as well as to 
point out their limitations. The 
objective of all business is profit; 
even non-profit enterprises are faced 
with the necessity of living within 
their means, and profits or avoi- 
dance of loss are controlled by 
men, not by systems of accounting. 
However, if the managers of an 
enterprise are lacking in vital data 
about their business they are handi- 
capped in making decisions. A 
proper accounting system and spe- 
cifically a standard cost system, a 
budget or both may supply some of 
the needed information. 


Standard Costs and Budgets 
Do Not Control 


The first thought which occurs 
to one in answer to the question 
which constitutes the title of this 
article is that standard costs and 
budgets do not control. They con- 
stitute valuable tools of manage- 


ment but control is not necessarily 
one of the results of their use. 
Rather they tell us some time after 
the event whether or not control 
has been adequately exercised 
through the use of the tools which 
are provided for that purpose. 
Control must occur at the instant 
a transaction occurs. The informa- 
tion provided by standard costs and 
budgets, even under ideal condi- 
tions, does not in itself accomplish 
this result. 

The budget is a formally recorded 
plan of business operation for a 
stated period of time. It may be 
extensive or not, depending upon 
whether or not it is to cover all 
activities of a business, that is, 
sales, manufacturing and adminis- 
tration, or only one of those activi- 
ties, or perhaps a part of one. A 
budget is very much like a speed 
law; the rates of speed permitted 
vary with road and traffic condi- 
tions. The variations a driver 
meets along an extended route are 
supposed to govern him so that he 
may drive faster or slower at vari- 
ous points, and yet at all times not 
endanger his life or the lives of 
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others. The signs along the road 
show him how fast he may go—his 
speedometer shows him how fast he 
is going—the difference is the vari- 
ance; but the sign does not control 
his rate of speed, usually his foot 
on the gas pedal does. And so it is 
with a budget, it indicates what 
should or could be done under cer- 
tain conditions; it does not control 
—the control is elsewhere. 


Comparisons of actual results 
with the budget disclose whether or 
not the operators of the business 
have adhered to the previously 
adopted plan. The budget cannot 
change results of actions which took 
place several weeks or a month pre- 
viously. Control, or lack of it, pro- 
duced those results. The budget 
reports will disclose to management 


the character of the control, 
whether good or bad. It will 
provide management with the 


necessary information to improve 
the methods of control or to ap- 
praise the effectiveness of the per- 
sonnel who are charged with the 
responsibility of administering ex- 
isting methods of control or perhaps 
to change the plan of operations if 
experience shows that that plan has 
been based on incorrect assump- 
tions. 


Standard costs, like the budget, 
constitute a detailed forecast of 
what the several items of manu- 
factured products should cost, based 
on established material specifica- 
tions, necessary labor operations 


and equitably allocated overhead 
expenses. Like the budget reports, 
the cost reports which disclose the 
variances between standard and 
actual cost cannot change a single 
actual cost of the past, whereas 
proper control of manufacturing 
operations will have contributed to 
minimizing the extent of the vari- 
ances. Cost reports should tell us 
how far operations have deviated 
from the goal set forth in the 
standard, and what must be done 
to improve performance in the 
future. Adequate control will pro- 
duce the desired results. 


How Control is Exercised 


If we examine the various phases 
of manufacturing operations which 
it is desired to control and observe 
how control is actually exercised, 
we shall be helped to a better appre- 
ciation of the use of budgets and 
standard costs in solving some of 
the problems of management. 


Direct raw materials must be 
controlled from two viewpoints. 
First we must control the quantities 
of material used in manufacturing 
operations, and secondly we must 
control the quantity of the several 
kinds of materials which is carried 
in the inventories. The first of 
these controls is accomplished 
through the use of detailed bills of 
material; the maintenance of ade- 
quately supervised storerooms; a 
restriction of stores issued to the 
quantity called for on the bills of 
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material, coupled with authoriza- 
tion by the proper authority for 
usage in excess of that specified on 
bills of material. 

The quantities of the several 
kinds of direct material carried in 
the inventory are controlled through 
perpetual inventory records, maxi- 
mum and minimum limits, and the 
establishment of economical order- 
ing quantities. The material sec- 
tion of a cost report will disclose to 
management to what extent usage 
of material has varied from the con- 
sumption of material set forth in 
bills of material, and will disclose 
the efficiency at which the controls 
are operating. The budget, assum- 
ing that it is a complete budget and 
not merely a schedule of expense 
allowances, will disclose whether or 
not the raw materials on hand are 
in line with the quantities and 
amounts deemed to be adequate 
under existing operating conditions. 
Similarly, inventories of finished 
products are controlled through 
perpetual inventory records and 
production order systems, and the 
budget reports will reflect the con- 
dition of finished product inventory 
in relation to previously established 
plans. 

Direct labor costs are controlled 
by means of wage incentives, pro- 
duction standards and, most im- 
portant, detailed schedules of the 
operations necessary for the manu- 
facture of each item. The cost 
report will disclose whether labor 
costs were more or less than the 


amount provided, but the official 
responsible for control will have to 
explain why additional make-up 
wages were paid to supplement in- 
adequate piecework earnings, which 
piecework rates were the bases 
of the standards. He will also 
have to explain why the opera- 
tions varied from the schedule; why 
smaller quantities than contem- 
plated in the schedules were ma- 
chined, thus increasing the per unit 
setup costs; why men had to wait 
for materials or tools. These and 
similar techniques are the tools of 
control; not the standard cost 
system. Standard costs - merely 
measure the efficiency of control. 

In the overhead component of 
cost, the terms budget and standard 
are virtually synonymous. The 
standard is merely the budget 
related to plant capacity. Under 
or overabsorbed overhead arises 
from two sources, first, the volume 
of activity in relation to the plant 
capacity upon which the overhead 
rates are based and, secondly, the 
amounts of expenditures in relation 
to the budget. In the first set of 
circumstances, the budget or stand- 
ard does not contribute to control. 
Control is exercised through the 
policies and activities of the sales 
department. The budget reports do 
disclose the effect upon profits of 
volume fluctuation and they form 
the basis of calculation as to the 
effect upon profit of changes in 
pricing and selling policies which 
may affect. volume, 
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In the comparison of actual ex- 
penses with the overhead budget we 
find the only circumstance in which 
the budget itself may in some 
measure be the means of control. 
This condition is due to the fact 
that, with respect to overhead 
items, the effect of an individual 
action: in relation to the plan of 
operations as set forth in the budget 
is not apparent, and we cannot tell 
whether total expenses for a given 
classification are more or less than 
the budget until the monthly reports 
are compiled. If the allowance on 
a job is two hours and the machinist 
requires three, the foreman knows 
at once that he has exceeded his 
standard and that he has failed in 
his control. The monthly state- 
ment in which the loss of one hour 
is reflected somewhere in the total 
variance should be no news to him. 
The value of that statement is to 
management which otherwise would 
not know about the inefficient labor 
operation. In the overhead classi- 
fications, however, the department- 
al supervisor does not know how he 
stands in relation to the budget 
until he receives periodical reports, 
which in turn warn him of the 
items to be particularly observed in 
the future. Even here real control 
occurs in the plant, not in the cost 
department. 

In these circumstances control 
consists of careful scrutiny of supply 
requisitions to see that the ma- 
terials withdrawn at one time are 
not excessive; timely repairs of the 


“stitch in time” type in order to 
avoid a more expensive repair later; 
the elimination of waiting time 
through careful planning of opera- 
tions; the careful supervision of 
indirect labor to see that the men 
are kept occupied and that they are 
provided with the proper tools for 
their work. 


When we come to the selling ex- 
pense budget, we again find that 
control is not in the budget itself 
but in the daily performance of the 
operations, results of which are 
reflected in the budget reports. 
Control is exercised through the use 
of route sheets; frequent reports as 
to the calls made and the results 
accomplished. Market studies con- 
tribute to control of selling opera- 
tions, in order that selling efforts 
may be applied in those territories 
and in connection with such prod- 
ucts as are most profitable. The 
comparison of the budget with 
actual results merely reveals how 
well controls have functioned. 


Control of collections is accom- 
plished through accounts receivable 
records which are accurate and up- 
to-date; an alert credit department 
which follows up slow accounts 
energetically and tactfully, and 
which successfully discourages the 
extension of credit to those pro- 
spective customers who do not 
deserve it. The comparison of cash 
receipts with the forecast again 
merely measures the success of the 
operating personnel in its job. 
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Expenditures for fixed assets are 
controlled through systems of ap- 
propriation requests, with carefully 
prepared estimates of their cost 
and the benefits to be obtained 
therefrom. And so we may con- 
tinue through the various items 
appearing on the balance sheet and 
income account, and show that 
control is exercised not by budgets 
and cost systems but by men 
equipped with the necessary tools 
for their work. The value of the 
budget and cost system lies in the 
information it furnishes top man- 
agement as to what is actually 
happening in the business, com- 
pared to what would have hap- 
pened had everyone performed 
his job in accordance with previ- 
ously formulated plans. This func- 
tion of the budget and standard 
cost in itself is indispensable, for 
without it management cannot per- 
form its job of setting policies and 
directing and coordinating a multi- 
tude of departments towards the 
accomplishment of the goal of 
business enterprise, namely, profit- 
able operation. 

From the foregoing discussion 
one may gain the impression that 
budgets and standard costs are of 
limited value unless prior to their 
adoption the operating departments 
have been provided with the neces- 
sary techniques to control opera- 
tions adequately. This is in a large 
measure true and probably is to 
a large extent responsible for some 
of the budget and standard cost 


installations which are distinguished 
by the size of the variances rather 
than by close adherence to the 
standard. It probably accounts for 
the years of revision and refinement 
which are frequently necessary be- 
fore such systems may really be 
said to work. In other words, the 
large variances which occur call 
attention to the lack of control 
which exists and provide the incen- 
tive for the adoption of more effi- 
cient methods of control. Also, 
the appearance of large variances 
frequently proves to management 
(if it be honest with itself) the many 
things it does not know about its 
business and which it must know if 
it is to operate successfully. Stan- 
dard costs and budgets do not 
control but they quickly call atten- 
tion to those items which are “‘under 
control’”’ and those items which are 
“out of control.”” Sometimes their 
greatest benefits may occur in 
those cases where in the early 
days of operation the variances are 
excessive. The excessive variances 
point out so definitely how many 
things are out of control that 
management is forced to take cog- 
nizance of them. 


Problems Arising from 
Present Operating Conditions 


No discussion of standard costs 
and budgets today would be com- 
plete without some reference to 
problems brought about by present 
day operating conditions. Within 
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the scope of this article it is not 
possible to do more than state a 
few of the problems without at- 
tempting to suggest the solutions. 
However, a mere recital of the 
problems will serve to point out 
that standard costs and budgets 
cannot of themselves control. Vari- 
ations are frequently large. The 
greatest value to be derived from 
cost systems in times like these may 
be in promptly bringing to the 
attention of management the 
amount of variances properly ana- 
lyzed as to nature and cause. 
With the necessity for expanding 
manufacturing facilitiesmany manu- 
facturers have acquired additional 
equipment. In some cases this 
equipment is more modern and 
superior to equipment previously in 
use. In other cases, the manufac- 
turer has had to content himself 
with equipment less adaptable to 
the purpose and less efficient than 
his normal equipment. In still other 
cases, the manufacturer has found 
it necessary to furnish material to 
smaller cooperating companies who 
perform the required operations 
on a cost-plus-basis. In all of these 


cases the resultant labor costs will. 


probably be at variance with the 
previously established standards. 
In fact, the operations themselves 
are frequently not the same ones 
as those upon which the standards 
were set. Several operations may 
be combined into one operation on 
improved equipment, or the reverse 
may occur and what was previously 


one operation now is two or more. 
Revisions of standards, even if 
practicable in view of the pressure 
of work and the shortage of quali- 
fied personnel may not be the solu- 
tion for ihe reason that today there 
may not be one accepted standard 
but all of the various methods of 
performing the work may be going 
on simultaneously. Some of the 
problems involved in using com- 
parisons of actuals with standards 
as a tool of managerial control as 
well as some of the problems of 
determining actual costs will, I 
think, be obvious. 

Similar problems are presented 
as a result of the use of substitute 
materials in place of those with 
respect to which there is a shortage 
due to their strategic value. Not 
only do we have the problem of 
changing material costs, but we are 
faced with changed quantities and 
changes in the character of labor 
operations performed thereon. 

Another problem of frequent 
occurrence is the effect of overtime 
on standard cost procedures. Under 
normal conditions overtime allow- 
ance, whether treated as direct 
labor or overhead, is eventually 
reflected as a variation from stan- 
dard cost and is thus disposed of. 
Today, however, many companies 
are working several shifts—each 
over 40 hours per week. The appli- 
cation of time and a half for over- 
time work in excess of 40 hours a 
week plus, usually, a bonus for the 
night shift, in effect results in an 
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increase in hourly wage rates which 
may amount to 15 or 20 per cent. 
Again, the value of standard costs 
may not be as a mechanism of 
control but as a signaling device to 
indicate the effect of uncontrollable 
conditions. 

Subcontracting of complete parts 
or assemblies, as distinguished from 
subcontracting labor only, previ- 
ously referred to, presents another 
set of problems. In the case of 
certain parts a portion of require- 
ments may be manufactured in the 
company’s plant and a portion 
purchased from _ subcontractors. 
The price paid subcontractors is 
probably not only different from 
the company’s standard manufac- 
turing cost, but it is introduced 
into the inventory as purchased 
material compared to the com- 
pany’s product which contains the 
elements of material, labor and 
over’ id. 

‘nally, there is that ever present 

volem, particularly troublesome 
under today’s conditions, namely, 
the effect of plant expansion on 
normal overhead rates. Increased 
production has not in all cases re- 
sulted in lower actual overhead 
rates, and even when the rates 
have come down they have rarely 
followed a trend which might be 
computed from previous budgetary 
studies. Training of personnel, ac- 
quisition of new tools, rearrange- 
ment of machinery, operation under 
temporary methods pending com- 
pletion of new facilities, necessary 


refinement of inspection, produc- 
tion control and engineering meth- 
ods, etc., have introduced a whole 
gamut of new factors into any 
consideration of overhead budgets. 
Again the budget does not control, 
but it serves to bring into sharp 
relief the effect of those new factors. 


Value of Standard Costs 
and Budgets Under 
Present Conditions 


As a result of these and other 
problems one is apt to hear opinions 
that standard cost systems and 
budgets cannot function under to- 
day’s conditions. On the-contrary, 
it is the author’s opinion that these 
tools of management are particu- 
larly useful at the present time. 
More than ever it is necessary for 
management to plan ahead. The 
premises upon which plans are 
based are necessarily vague and 
uncertain. Frequent changes in 
planned business action are neces- 
sary. It is imperative that manage- 
ment be informed promptly and 
accurately as to the effect of 
changing conditions. Standard costs 
and budgets do just that. Torepeat 
what was said before, they do not 
control but they disclose what 
is out of control and how much. 

What to do about it is another 
problem. Sometimes nothing can 
be done, at other times a great deal 
can be done. It is probable that 
little will be done, and that little 
be done ineffectually, if manage- 
ment is inadequately informed. 
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If it be granted that budgets in 
themselves cannot control but are 
the formal plans of management 
on the basis of which the ade- 
quacy or inadequacy of control is 
observed, it follows that a successful 
budget system, that is, one which 
in fact provides management with 
sound bases for conclusions and 
decisions, must be instituted and 
motivated throughout by manage- 
ment. 


The accountant who supervises 
budgetary procedures should be- 
ware of using past experience as 
more than a guide to future trans- 
actions. He should consult widely 
with heads of operating depart- 
ments to assure that the budget 
will reflect as far as possible current 
conditions and plans of future 
operation. Management should 
recognize that, while the accountant 
is the logical person to design forms, 
procedures and account classifi- 
cations, the final establishment of 
the budget is not an accounting 
function but a managerial function. 

Sales management is not an 
accounting function, though the 
accountant computes gross profits; 
nor are labor relations an account- 
ing function, though accountants 
prepare pay rolls. Similarly, budget- 
ing must be recognized as a man- 
agement job, if it is to work, and, 
because the budget cuts squarely 
across organization lines, the budget 
responsibility should lie with top 
management. 

In many businesses the controller 


or similar official acts as budget 
director, but for satisfactory results 
it should be recognized throughout 
the organization that he is acting 
as a representative of management 
rather than in his capacity of chief 
accounting officer. 


In operating business today it is 
not too early nor is it unpatriotic 
to give some thought to survival 
in the business world after the war. 
This is not to say that excessive 
costs or absence of profit may be 
permitted to interfere with maxi- 
mum possible production. The 
primary job is production irrespec- 
tive of cost. However, full compli- 
ance with production requirements 
need not prevent business from 
knowing its costs and preparing 
now to correct undesirable con- 
ditions. Survival in the future may 
depend on knowledge of costs 
today and readiness to correct them 
at the appropriate time. 

In conclusion, it may be repeated 
that standard costs and budgets do 
not, of themselves, control. Their 
value lies in the information they 
furnish management as to current 
accomplishment in comparison with 
planned operations. When based 
on sound operating data, they draw 
attention to those activities which 
are “under control” and to those 
which are “‘out of control.”” Today 
as perhaps never before cost ac- 
countants serve as the eyes of 
business men, and standard costs 
and budgets are among the cost 
accountant’s most useful tools. 
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Brushing Up On Writing a Report 
By WILLIAM G. WILKINS 
(New York Office) 


In the course of the years a great 
deal has been said and written re- 
garding the importance of the ac- 
countant’s report. However, it 
seems that in recent years the art 
of long form report writing has 
been pushed into the background. 

The short form of report usually 
appended to published annual state- 
ments today has been made the 
subject of much thought. Many 
larger corporations with diversified 
staffs to furnish comparative sta- 
tistical and financial data have 
called for little else than the short 
form of report, and the same can 
be said for many smaller corpora- 
tions. So it may be that we are 
getting out of practice in the writing 
of the long form of report. 

The short form of report, or so- 
called certificate, adopted by the 
American Institute of Accountants, 
and used as a basic model for gene- 
ral practice, states in part: “We 
‘ . have reviewed the system 
of internal control and the accoun- 
ting procedures of the company 

. by methods and to the extent 
we deemed appropriate.”” The peri- 
odic investigation by the auditor 
of internal control and accounting 
procedures bring into the open such 
weaknesses and need for reforms 
and improvements as may exist. 
These should ordinarily be made 


the subject of a report to manage- 
ment. This brings us back again 
to the art of writing a report. 

If we are out of practice it seems 
timely to refer to the L. R. B. & M. 
JOURNAL, Volume 1, Number 5, 
May, 1920, wherein a talk was 
printed on ‘How to Write a Re- 
port,” which had been given by 
Mr. Staub to the New York staff. 
This talk could be reprinted in its 
entirety today with little or no 
change, to the advantage of most 
of us. Hereinafter are some quota- 
tions from Mr. Staub’s talk which 
should be stimulating: 

“Too much emphasis cannot be 
placed on the importance of a well 
written, informing report to a 
client upon completion of an en- 
gagement, or even before its com- 
pletion if the circumstances are 
such as to call for a preliminary 
report. 

“The report is the means by 
which the accountant maintains his: 
line of communications with the 
client. In many cases the client 
himself may see but little of the 
members of the staff directly en- 
gaged on the work, and his impres- 
sion of the value of the work done 
will be based in a large measure on 
the report submitted. 

“Don’t be Stereotyped: Some men 
seem to labor under the impression 
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that it is necessary to prepare the 
text of reports in the same form 
which they have found used by 
other men when first joining the 
staff. This stereotyped form most 
often consists of comments ad 
seriatim on the items of the balance 
sheet, and before beginning to read 
the report one already knows it will 
read something like this: 


We have checked the bank 
balances and counted the cash 
on hand; we have verified the 
trial balance of accounts re- 
ceivable ledger, etc., etc. 


“This is a quick way to write a 
report, but it doesn’t make an 
interesting or valuable one. For 
instance, we have clients for whom 
we have been making annual audits 
for the past ten, fifteen or twenty 
years, and you can imagine with 
what eagerness they await, and 
with what mental stimulation they 
read each year, the report that 
brings them the astounding news 
that once again we have verified 
the bank balances and counted the 
petty cash and actually found 
them to be correct! 


“Discuss more important matters 
early in report: Ordinarily, try to 
put in the early part of your report 
really important matters, things 
that are vital and interesting to 
the client and to which his atten- 
tion should be promptly called. 

“When important matters are 
preceded by comments on numerous 
minor matters, particularly if they 


are dealt with in a technical way, 
the client may be exhausted by 
the time he gets to the important 
items and may pass them by, 
saying to himself, ‘I guess the rest 
of it is all right.’ ”’ 

Here are a few more don’ts: 

“Don’t elaborate on trifles. 

“Don’t ‘pad’ the report merely 
to have it run into a considerable 
number of pages. A brief report 
containing worth-while comments 
is preferable to copious comments 
which are really ‘much ado about 
nothing.’ ”’ 

Some further suggestions for the 
production of a readable, helpful 
report follow: 


“Endeavor to make report interes- 
ting: Try to learn of things during 
the examination which will interest 
the client. The form of presenta- 
tion frequently decides whether or 
not the client’s interest will be 
aroused. 


“Use clear, concise English: The 
language used in writing a report 
should be clear, concise and avoid 
ambiguity. Especially, avoid long 
sentences. Do not begin 
too many sentences with participles 
or indirect forms of expression. 

“Cutting up the text into short 
paragraphs helps to make a report 
clear. Theoretically, a new para- 
graph should be started only when 
a new train of thought begins, but 
strict adherence to this academic 
rule often results in discouragingly 

(Continued on page 13) 
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Public Accounting 
By CHARLES C. HORNBOSTEL 
(Boston Office) 


The Harvard Graduate School of Business Administration held a series of meetings 
to have recent graduates of the School discuss with second year students the problem 
of effective preparation for personal adjustment to the job and its environment. 
Mr. Hornbostel, who graduated from the Harvard Business School in 1936, spoke at 
one of the meetings in the series. The following summary of his remarks appeared 
in the Bulletin of Harvard Business School Alumni Association. 


Included among the questions 
we were asked to discuss for the 
forum on public accounting were 
these three which perhaps are asked 
most frequently by students. Did 
you find it difficult to adjust your- 
self to your job in public accoun- 
ting? What kind of work do you 
have to do? How much of a future 
is there in public accounting for a 
young man? 

I shall attempt to comment 
briefly on the questions above for 
the benefit of those men who are 
interested in public accounting but 
who have only a vague idea of 
what may lie ahead of them in 
their first few years. My assign- 
ments, of course, may not have 
been typical of the work with 
which most men will be confronted; 
however, I shall merely draw from 
some of my own experiences in the 
three and one-half years I have 
been associated with a public ac- 
counting firm. 

Problems confronting a man 
starting work are not too numerous 
or difficult. In general, it is neces- 
sary to realize that he will no longer 
have textbook problems placed 


before him, but upon entering a 
client’s office, not knowing exactly 
what situations may exist, he must 
determine the problems for him- 
self and find his own solutions. 
Likewise, it is necessary to think 
in terms of corporate books rather 
than just in terms of textbooks. 
In this connection, I must admit 
that my conception of the accoun- 
ting records of a large corporation 
was somewhat vague, and at times 
I was amazed to learn how the 
information is properly routed from 
one department to another in the 
process of being recorded. 

It does not take long to learn 
that one must go into a client’s 
office with eyes and ears open and 
mouth shut. Frequently bits of 
information seen or heard here and 
there, when pieced together, have 
valuable significance. Likewise, the 
problems one encounters and cer- 
tain types of information are not 
to be discussed with men in the 
client’s office, but only brought 
to the attention of one’s superior 
on the engagement. 

It is important, although a man 
may not realize it until he has been 
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working six months to a year, to 
develop a type of thinking that 
will retain the pertinent facts about 
the jobs on which he has been 
working. True enough, this infor- 
mation is usually available in the 
work papers on file in the office, but 
there are times when some one, 
either from his own or the client’s 
office, may call and he is miles away 
from his work paper files. Too, 
when a man returns to a client’s 
office for subsequent audits after 
having been on other jobs in the 
interim, recalling the client’s rou- 
tines is decidedly advantageous to 
facilitate doing the work properly 
with the least inconvenience to em- 
ployees of his client. 

In the last three and one-half 
years my work has carried me into 
the fields of public utility, indus- 
trial, mining and institutional ac- 
counting and to a lesser degree 
banking, brokerage and municipal 
work. This variety has afforded 
opportunity to become familiar 
with the accounting procedures and 
general operations of a number of 
organizations. 

Generally speaking, my work has 
been principally that of assisting in 
and, in some cases, conducting the 
audit of books of various com- 
panies. In all fairness to men con- 
sidering public accounting as a 
profession, I should state that the 
work at times, particularly in the 
beginning, can be tiring and mo- 
notonous in part because of the 
nature of some features of every 


engagement and in part because 


of the hours it is frequently neces- 
sary to work during the first few 
months of the year. On the other 
hand, in my case the overtime has 
not been nearly as much as I had 
previously been led to believe. 
Moreover, the interesting work 
and the satisfaction in having com- 
pleted an audit and report over- 
shadow the monotony of any work 
I have done or now do. 

In the beginning much of the 
work was what we frequently refer 
to as “holler and tick’’ work, i. e., 
doing those tasks in audits that 
may be monotonous, such as the 
checking of footings and postings 
in various books of record, proof 
reading and comparing statements, 
and the like. This type of work 
can never be eliminated, but gradu- 
ally can be passed on to some one 
else after one is ready for more 
responsible tasks. 

I have had to learn in the hard 
way that letters, reports, and finan- 
cial statements issued under our 
firm name are not so easy to write 
as reports in the Business School. 
All material leaving the office must 
be simple and understandable in 
style and free of ambiguity. Con- 
sequently, all written material is 
reviewed with the utmost care, 
sometimes necessitating writing and 
rewriting almost to the point of 
embarrassment. 

I have had the opportunity 
of sitting in with the finance 
committee of one of our clients to 
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discuss and explain our recom- 
mendations or problems on which 
they had asked our opinion. On 
occasion, also, I have had the 
privilege of sitting in with legal 
counsel to determine the wording 
to be used in contracts made by 
our clients. However, this par- 
ticular type of interesting work is 
not common during the first few 
years. 

The future for young men in 
public accounting today would ap- 
pear to be bright because business 
men are beginning to depend more 
on public accountants and because 
various governmental and regula- 
tory bodies are requiring accounting 
data filed to be certified by public 
accountants. The future for any 


individual depends largely upon 
his own initiative and his ability 
to dig in and learn not only about 
the accounting procedures of a 
partitular firm, but also the ac- 
counting, trade, and business meth- 
ods of the industry as a whole. The 
man who is willing to keep abreast 
of current developments in accoun- 
ting and in business in general 
should anticipate a good future in 
public accounting as his profession. 

In conclusion, I should like to 
pass along one comment that was 
made to me recently, namely, that 
success lies ahead for the man who 
is willing to go further than other 
men toward reaching an ultimate 
solution and toward really com- 
pleting a particular job by himself. 





Brushing Up On Writing a Report 
(Continued from page 10) 


long paragraphs. Subdivision of an 
extended comment into a number 
of paragraphs facilitates its diges- 
tion. 

“A liberal use of paragraph cap- 
tions also tends to facilitate the 
client’s reading, study and compre- 
hension of a report.” 

Mr. Staub suggests that the 
report be written promptly after 
the completion of the audit 
work, and preferably in the client’s 
office, two strong reasons therefor 
being, 

1. Accessibility of records, and 

2. Client appreciates time spent 
on work. 

“It is so obvious that it need 


hardly be stated that a good report 
can be written only if it has been 
preceded by a good examination, 
that is, one which is thorough, in- 
telligently conducted and directed 
toward ends which will be of the 
greatest service to the client. As 
a conclusion of this discussion, it 
may be in order to repeat the 
proverb, ‘first be sure you’re right, 
and then go ahead.’ ” 

Many a day has passed since 
the printing of the article from 
which the foregoing quotations were 
taken—22 years, to be exact—yet 
those of us who require a brushing 
up on writing a report need seek 
no further for timely hints. 
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Thrift 


From some developments of the 
past decade one might have thought 
that thrift was an outmoded idea 
or practice which should be placed 
in the limbo of well forgotten 
things. Fundamental ideas or prin- 
ciples, however, have a way of 
coming to the surface again after 
they have apparently been sub- 
merged by new thought, and so in 
the case of thrift. Just as the “new 
economy” of the twenties faded 


away after its brief day, so the 
protest against or criticism of 
thrift is being recognized as an 
unsound preachment. 


The need for civilian thrift in the 
carrying on of our war effort was 
well expressed in the following 
paragraphs which formed part of 
an article in The American Banker 
a few months ago: 


(Continued on page 20) 
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Notes 


There is a steady stream of men 
of our staff entering the armed 
forces of our country. The follow- 
ing men have “‘joined up” since the 
March issue of the L. R. B. & M 
JOURNAL went to press: 


Boston: 
Joseph B. Fyffe 


Chicago: 
Edward A. Fritz, Jr. 
Robert E. Miller 


Cleveland: 


Darl L. Cottrell 
Clarence C. Horn 
Ralph Mark 
Robert J. Mazanec 


New York: 
Alvin R. Almquist 
George P. Featherstone 
Alvin J. Kruchten 
J. Eugene Maher 
E. Allan Sherwood 
Diedrich J. Tietjen 
Frank A. Wortmann 
Robert H. Wuerz 


Philadelphia: 
Robert H. Browse 
James F. Dulin 
Charles J. Earling, Jr. 
Richard B. Evans 
Nevin C. Hartman 
Milton H. Harvey 
Matthew P. Palmer 
Norman F. Rudderow 
Ronald C. Ruddick 


Joseph Santangelo 
Adam A. Sieracki 
Sumner W. Stevenson 
John C. Wike 


Rockford: 
Ivan Strayer 


San Francisco: 
Henry A. Berry 


Colonel Montgomery addressed 
the annual meeting of the New 
York State Bankers Association on 
May 26, his subject being “‘Inven- 
tories and War Reserves in Bor- 
rowers’ Statements.” 


Mr. Gibson spoke on “Profits 
and Profit Reserves on Government 
Contracts” at the Fourth Annual 
Pacific Coast Conference of the 
Controllers Institute of America, 
which was held on May 23. 

Mr. Russell has continued his 
speaking activities by addressing 
the St. Louis and Buffalo Chapters 
of the National Association of Cost 
Accountants during April on the 
subject of “Accounting for War 
Contracts,” and by presenting a 
paper on “The Control and Allo- 
cation of Expense Under Abnormal 
Conditions” at the Ohio State 
University Accounting Conference 
at Ohio State University, Colum- 
bus, Ohio, on May 16. 

At the St. Louis meeting Mr. 
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Warner, Manager of our St. Louis 
office, served as chairman. Repre- 
sentatives were present from the 
Controllers Institute, Missouri So- 
ciety of Certified Public Accoun- 
tants, Credit Men’s Association 
and Robert Morris Associates. This 
was by far the largest meeting of 
the N.A.C.A. in St. Louis during 
the current program year. 


Mr. Sinclair has been elected a 
director of The New York State 
Society of Certified Public Accoun- 
tants, to hold office for three years 
from October 1, 1942. 





The notes in the March issue of 
the L. R. B. & M. JOURNAL in- 
cluded mention of two prizes award- 
ed Colonel and Mrs. Montgomery 
during the Twenty-ninth Annual 
Flower Show which was held in 
New York, March 16 to 21, inclu- 
sive. Mention of the most impor- 
tant award, unfortunately, was 
omitted, namely, a First Prize for a 
“Garden of Seasonal Material Cov- 
ering 600 Square Feet.” Colonel 
Montgomery’s success in the field 
of horticulture and forestry is proof 
of the fact that the late Elbert 
Hubbard was in error in implying 
that the practice of accounting had 
a deadening influence on the human 
qualities of the practitioner. 


The American Management As- 
sociation conducted a two-day con- 
ference in New York on March 24 





and 25 on the general subject of 
“Wartime Financial Management.” 
Mr. Staub was asked to contribute 
a paper dealing with the subject 
of the American Institute of Ac- 
countants’ Research Bulletin on 
Accounting for Special Reserves 
Arising Out of the War, published 
in January last. A spirited discus- 
sion period followed the presenta- 
tion of the paper. Mr. Alvin E. 
Dodd, President of the Association, 
wrote Mr. Staub after the meeting, 
as follows: 

“TI hardly know how to express 
our appreciation, with any degree 
of adequateness, for the splendid 
discussion you brought to us at the 
meeting last Wednesday afternoon. 

“It hardly needs any words of 
mine, however, to express the 
gratefulness of the audience—for 
you must have felt this from their 
responsiveness. 

“We have never had a better 
‘quality’ attendance than we had 
at this particular meeting. The 
times being what they are, we were 
prepared for even a smaller atten- 
dance, but I must say that the 
subject matter we had on the pro- 
gram, and the men who so kindly 
contributed of their time and in- 
terest to give the presentations, 
certainly brought the boys out. 

“Your own talk was distinctly 
one of the ‘high spots’ of the 
meeting.” 

On April 21, Mr. Staub spoke at 
a dinner meeting of the Albany, 
N. Y., chapter of the National 
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Association of Cost Accountants on 
“Accounting Aspects of Govern- 
ment Contracts.”” The talk was 
followed by a discussion which 
indicated that the subject was of 
considerable interest to those 
present. The Albany chapter in- 
cludes representatives of concerns 
in the industrial towns surrounding 
Albany, such as Schenectady, Troy 
and Watervliet. 


At the April 30 dinner meeting 
of the New Jersey Society of Certi- 
fied Public Accountants, which 
was held at the Essex House in 
Newark, New Jersey, Mr. Staub 
was one of four speakers, his sub- 
ject being Accounting for Special 
Reserves Arising Out of the War. 


The annual meeting of the New 
York State Society of Certified 
Public Accountants was held on 
May 11. An address by United 
States Senator Thomas of Okla- 
homa on “Limitation of Profits on 
War Contracts” was followed by a 
talk by Mr. Staub on “The Accoun- 
tant’s Viewpoint on Profit Limi- 
tation.” 


The April issue of The Journal of 
Accountancy contained as its leading 
article one by Mr. Staub on “‘Re- 
search in Inventories.”” The article 
was based on a talk which he had 
been asked to give last year at the 
Middle Atlantic States Accounting 
Conference on the study which the 
Institute’s Accounting Research 
Department has been making of 
inventories. 


John W. Conrad, who has charge 
of the Rockford office, has been 
elected President of the Rockford 
Chamber of Commerce. As stated 
by his predecessor, “John has the 
confidence of the business houses 
and manufacturers who make up 
the Chamber of Commerce mem- 
bership. . He has been vice 
president, and logically is the next 
man in line.” 

The election to this office is 
indeed a fine tribute to Mr. 
Conrad’s civic spirit, and the 
time, energy, and good judgment 
he has put into his service to the 
business interests of Rockford. 


Mr. Conrad has also been reap- 
pointed a member of the Taxation 
Committee of the Illinois Chamber 
of Commerce. 


Mr. Harry O. Leete was desig- 
nated by Mayor LaGuardia as a 
member of the Mayor’s Committee 
for the celebration of “I Am an 
American Day,” which was held in 
Central Park on Sunday, May 17th. 
The Police Department estimated 
that 1,250,000 people were gathered 
in the thirteen acres of the sheep- 
fold and five acres on the Mall. 
The New York Times reported that, 
“so far as available records indi- 
cated, this was the largest crowd 
that has ever assembled at a single 
point anywhere in the world.” 

Mr. Leete continues to serve as 
Chairman of the Selective Service 
Board in his district. 
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It is with deep sorrow that we 
record the death of two members of 
our New York staff and one mem- 
ber of our Philadelphia staff who 
had served our firm and its clients 
for many years. 

Frederick W. Brushaber passed 
away on Tuesday, March 31, 1942, 
at Milford, Conn., at the age of 69 
years, after an illness of almost a 
year and a half. 

“Brush,” as he was familiarly 
known to his associates, joined our 
New York office on May 1, 1909, 
and at the time of his death was 
the oldest accountant, in point of 
service, on the staff of that office. 
He was an indefatigable worker 
and, until his last illness, appar- 
ently did not know the mean- 
ing of the word fatigue. His cheery 
drawl was to be heard no matter 
how late at night it was necessary 
to work on an engagement. Those 
members of our staff to whom he 
was best known were always eager 
to have him assigned to their cases, 
especially bank and brokerage en- 
gagements, and did not consider 
the job was properly manned unless 
“Brush” was on hand. 

Surviving him are two daughters, 
Mrs. Charles H. Bryan of Wood- 
mont, Conn., with whom he resided 
during his last illness, and Mrs. 
Evelyn Stockin of Pearl Harbor, 
T.H.; and two sisters and a brother. 


Robert L. MacGarrigle passed 


away on April 6, 1942, at Upper 
Darby, Pa. He had been a member 
of our Philadelphia staff for twenty- 
one years. He received his C. P. A. 
certificate in 1924 and was an 
active member of the Pennsylvania 
Institute of Certified Public Ac- 
countants. 


Mr. MacGarrigle leaves a widow 
and two daughters to whom our 
firm extends its sincere sympathy , 
in their bereavement. 


Louis G. Gronbach, of the staff of 
our New York office, died on April 
25th after having been ill for over 
sixteen months. Mr. Gronbach 
was engaged in tax work almost 
exclusively from the time he came 
with us on February 3, 1930, and 
proved himself very capable in 
that field of accounting practice. 
His manner and ability won him 
the respect of all clients with whom 
he came in contact, and his fellow 
workers will always cherish his 
memory with the kindliest feelings. 
Our sincere sympathy is extended 
to the widow and two children who 
survive him. 





Mr. Arthur participated in ar- 
ranging the program for the April 
meeting of the Dallas Chapter of 
the National Association of Cost 
Accountants, which was devoted 
to the consideration of “Hemis- 
phere Economic Adjustments to the 
War.” 
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The Philadelphia Chapter of the 
Pennsylvania Institute of Certified 
Public Accountants and a group of 
universities and colleges cooperated 
in holding an Accounting Forum at 
the University of Pennsylvania on 
May 7th. Mr. Walter R. Seibert, 
of our Philadelphia staff, was one 
of the speakers, his subject being 
“Staff Training.” 


Mr. M. A. Yockey, of the Detroit 
staff, was a member of a panel 
which presented a discussion of 
“Wartime Problems of the Pro- 
fession” at a meeting of the Michi- 
gan Association of Certified Public 
Accountants on May 14. On the 
same evening, Mr. E. J. Barr, of 
the Detroit staff, was the discussion 
leader at a meeting of the Detroit 
Chapter of the National Associa- 
tion of Cost Accountants which was 
devoted to a consideration of ‘‘Dis- 
tribution of Labor Costs.” 


Mr. Gilbert R. Byrne, of our 
New York staff, led the discussion 
on the subject of ‘Spread of Work” 
at the first of a spring series of three 
meetings of the American Institute 
of Accountants, which was held at 
The Town Hall Club on April 29th. 
Among the sub-topics included in 
the subject were Interim Audits, 
Check of Internal Control, How 
Much Can Be Done on Checking 
Receivables and Inventories Prior 
to Year-end, and How is Prelimi- 


nary Work Tied in with the Year- 
end Audit? 


Philip Bardes of the New York 
office was admitted to the New 
York Bar on April 22, 1942. Mr. 
Bardes has held the New York 
C. P. A. certificate since January 
3, 1936. 





FLASH! 


One of the most phenomenal dis- 
plays of muscular ambidexterity 
ever witnessed took place last 
month at the Downtown Bowling 
Alleys before a crowd of huge pro- 
portions, making up practically the 
entire feminine and masculine popu- 
lace of lower Broadway. Many 
celebrities were present, among 
them: Miss Mildreda Van Stein, 
Mrs. Ethyline Busby-Schmitt, Miss 
Gladyse Murtle-Pride, Miss Dori- 
sine LeBade, Miss Mary Anne 
de Frawley, of the New York office 
internal staff, and many others, 
including the famous and nationally 
known bowling team of Pat and 
Bill. Before this large and re- 
nowned audience, Miss Lillian M. 
Arnold, hitherto ingenue, and neo- 
phyte aspirant to a bowling title, 
performed with remarkable dex- 
terity. Gracefully selecting one of 
the most difficult bowling balls (of 
gigantic proportions), confident and 
well poised, Miss Arnold, with many 
practiced motions, heaved this pon- 
derous, inanimate spherical object 
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many times down the narrow path 
to success; not once, not twice, but 
three consecutive times scoring a 
strike! Thereby defeating the 
world’s champions many times 
over. Gaping with admiration, and 
speechless with excitement, the on- 
lookers applauded the new world 


champion. Your reporter, fortified 
with a coat of armour, fought 
through the motley throng to the 
side of the celebrity and managed 
to secure these words for publica- 
tion: “Gee Mom, it wuz a tuff 
fight, but I won!’ 
E.S.B. 





Thrift 
(Continued from page 14) 


New England has an old quatrain which 
expressed the spirit of civilian thrift which 
we need to keep in mind in all our daily life: 


Use it up, 
Wear it out, 
Make it do, 

Or Do without. 


There are three reasons for civilian thrift. 
One, of course, is to add to the money sav- 
ings out of which Defense Bonds can be 
bought. Another is that the diminishing of 
civilian demand by thrift will tend to offset 
the inflationary effect of the war spending. 
Finally as our war production climbs in a 
crescendo of effort, we will need to spare 
every man possible from civilian production 
and shift him into lines of war output. The 
less we waste, the fewer men will be used 
in industry for civilian purposes. 


The importance of thrift is no less in 
peace-time than in war-time, although in 
the abundance of our national wealth, we 
have tolerated tremendous wastes of re- 
sources and man-power. Now, in war-time, 
we need to reverse our tolerant thinking 
about waste. It is an almost traitorous 
luxury. 


Now the need of the times is to under- 
stand the vital importance of thrift to vic- 
tory. There are other things that are im- 
portant also—morale and health, adequate 
food and housing. It is poor economy to 
save at the expense of these. 


Still there are a thousand ways that by 
making sacrifice and taking thought, we can 
back up the men in uniform with our sav- 
ings and thrift. 

It may be observed that thrift 
in government expenditure, especi- 
ally in that part of it which may 
be classed as non-essential to the 
war program, is just as much needed 
as civilian thrift. There is an 


opportunity for Congress, state 


legislatures and municipal bodies 
to make a great contribution to the 
carrying on and financing of the 
war by exercising the virtue of 
thrift in every non-essential expen- 
diture. 
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